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ABSTRACT ߭ &ROOHFWLYH LGHQWLWLHV DQG SRZHU UHODWLRQV DUH WKH UHVXOW RI FRQYHUJLQJ SURMHFWLRQV
GHULYLQJ IURP KLVWRU\ JHRJUDSK\ ODQJXDJH UHOLJLRQPHPRULHV DQG FXVWRPV WKDW ߞ LQIRUPHG E\
PRUHRUOHVVDFNQRZOHGJHGLGHRORJLHVߞFRQWULEXWHWRVKDSLQJWKHP7UDQVODWLRQWRRDVDODQJXDJH
LQWHUIDFH SOD\V D UHOHYDQW UROH LQ ERWK UHSUHVHQWLQJ 6HOI DQG WKH 2WKHU DQG FRQILUPLQJ RU
FKDOOHQJLQJ SRZHU UHODWLRQV WKURXJK YDULRXV RSHUDWLRQV WKDW LQFOXGH GLVFRXUVH VKLIWV DQG D
TXHVWLRQLQJRIDFFHSWHGPHDQLQJVDQGSUDFWLFHV7KLVSDSHUUHYROYHVDURXQGWKHDSSURDFKDGRSWHG
LQWKHWUDQVODWLRQRI5XVVHOO%DQNߤVQRYHO&RQWLQHQWDO'ULIWLQWR,WDOLDQDWDWLPHZKHQ
SROLWLFDO GLVFRXUVH LQ WKH WDUJHW FXOWXUH PDLQO\ FRQVWUXFWHG LPPLJUDQWV DV DQ XQGLIIHUHQWLDWHG
FDWHJRU\WKUHDWHQLQJFLWL]HQVߤMREVKHDOWKDQGVDIHW\$OWKRXJKZULWWHQLQDQGVHWLQ$PHULFD
DURXQG WKDW WLPH WKH QRYHO IRFXVHVRQ HFRQRPLF FULVHV DQG WUDJHGLHV RIPLJUDWLRQZKLFK FDOO WR
PLQGDVSHFWVRIFRQWHPSRUDU\,WDO\,QWKHFRQWH[WRIIHDUDQGVRFLDOFRQIOLFWSURPRWHGLQ,WDO\E\
WKHWKHQSROLWLFDO IRUFHVLQSRZHUWRMXVWLI\UHVWULFWLYHODZV WKHWUDQVODWRUHQYLVDJHGKHUVHOIDVDQ
ߧDJHQWRIVRFLDOFKDQJHߨ7\PRF]NRZKRGLGQRWZDQWWREHFRPSOLFLWZLWKVXFKGLVFRXUVH
7KHUHIRUHLQWUDQVODWLQJWKHQRYHODNLQGRIߧSUHHPSWLYHFULWLFDOGLVFRXUVHDQDO\VLVߨZDVDGRSWHG
ZKHUHE\ OH[LFDO LWHPV V\QWDFWLF VWUXFWXUHVDQG WKH UHVXOWLQJSUDJPDWLFFRQWH[WVZHUHZHLJKHG LQ
WKHOLJKWRIKRZWKHWDUJHWWH[WZRXOGLQVFULEHLWVHOILQWKHUHFHLYLQJFXOWXUHVRDVWRDYRLGߞDVIDU
DV SRVVLEOH ߞ UHVRQDQFHV DQG DVVRFLDWLRQV WKDWPLJKW VXSSRUW SUHMXGLFH 6RPH RI WKH WUDQVODWRUߤV
FRQVLGHUDWLRQVDQGVROXWLRQVZLOOEHGLVFXVVHGDVDWWHPSWVKRZHYHULGHRORJLFDOO\FRQQRWHGWRRWR
DYRLGDQDFULWLFDOXVHRIODQJXDJHDQGILQGDEDODQFHEHWZHHQHWKLFDOLVVXHVDQGWKHߧQDWXUDOQHVVߨ
XVXDOO\UHTXLUHGE\WKHSXEOLVKLQJVHFWRU

KEYWORDS ߭7UDQVODWLRQLGHRORJ\PLJUDWLRQFULWLFDOGLVFRXUVHDQDO\VLV
,QWURGXFWLRQ
,GHRORJ\ SRZHU DQG GLVFRXUVH KDYH EHHQ VKRZQ DV LQWHUFRQQHFWHG DQG SURYLGLQJ D
IUDPHZRUN WKDW DVPDQ\ WUDQVODWLRQ VFKRODUV KDYH SRLQWHG RXW %DVVQHWW DQG /HIHYHUH 
9HQXWL 7\PRF]NR DQG*HQW]OHU  DPRQJ RWKHUV FHUWDLQO\ DIIHFWV EHVLGHV YDULRXV
VRFLDODQGFXOWXUDOLVVXHVWKHFKRLFHRIERRNVWREHWUDQVODWHGDQGWKHUROHWKH\ZLOOSOD\LQWKH
FRQVWUXFWLRQRIWKHFROOHFWLYH,QFRXQWULHVOLNH,WDO\ZKHUHSROLWLFDOSRZHUDQGWKHPHGLDKDYH
EHHQ FORVHO\ LQWHUWZLQHG IRU GHFDGHV SXEOLF GLVFRXUVH JDLQV DQ HYHQ JUHDWHU LPSRUW DQG
WUDQVODWRUV LQHYLWDEO\ SOD\ D UROH LQ VKDSLQJ LW 7KHUHIRUH LW VHHPV FUXFLDO IRU WKHP WR EH
HTXLSSHGZLWKFULWLFDOWRROVWKDWHQKDQFHWKHLUDELOLW\WRUHFRJQL]HWKHLQIOXHQFHRIODQJXDJHRQ
WKH SHUFHSWLRQ RI WKH ZRUOG HVSHFLDOO\ LQ DUHDV RI H[SHULHQFH ZKHUH LW PD\ FRQILUP DOUHDG\
H[LVWLQJSUHMXGLFHLQUHDGHUVRUSURPRWHLGHRORJLFDOO\FRQQRWHGSRVLWLRQV7KLVDUWLFOHGHDOVZLWK
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WKH LVVXHV LWV ZULWHU IDFHG ZKLOH HQJDJHG LQ WKH WUDQVODWLRQ LQWR ,WDOLDQ RI 5XVVHOO %DQNVߤ
&RQWLQHQWDO'ULIWߞDQRYHOLQZKLFKPLJUDWLRQSOD\VDFUXFLDOUROHߞDWDWLPHZKHQWKHSROLWLFDO
IRUFHVLQSRZHULQWKHWDUJHWFXOWXUHPDLQO\FRQVWUXFWHGLPPLJUDQWVDVDQXQGLIIHUHQWLDWHGPDVV
RI WKUHDWHQLQJ LQYDGHUV , DP JRLQJ WR EULHIO\ RXWOLQH WKH QRYHO DJDLQVW WKH EDFNGURS RI WKH
VRFLRSROLWLFDO ODQGVFDSHDWWKHWLPHRIWKHWUDQVODWLRQWKHQ,ZLOOGLVFXVVVRPHFRQVLGHUDWLRQV
DULVLQJIURPWKHIDFWXDOFRQWH[WRIWKHWDUJHWFXOWXUHILQDOO\WKHPRVWLPSRUWDQWLVVXHVDULVLQJLQ
WUDQVODWLRQDQGVRPHRIWKHVROXWLRQVDGRSWHGZLOOEHLOOXVWUDWHG$VDSUDFWLVLQJWUDQVODWRUDQGD
WHDFKHU , IHHO UHVSRQVLEOH IRU P\ FRQWULEXWLRQ ߞ KRZHYHU VPDOO ߞ WR SXEOLF GLVFRXUVH DQG ,
EHOLHYH LW LV QHFHVVDU\ WR SUREOHPDWL]H WUDQVODWLRQ FKRLFHV $V LQ WKH KHUH DQG QRZ RI WKH
UHFHLYLQJ FXOWXUH WKH FKRLFH RI FHUWDLQ OH[LFDO LWHPV V\QWDFWLF VWUXFWXUHV DQG SUDJPDWLF
VLWXDWLRQV PLJKW JHQHUDWH D FXPXODWLYH HIIHFW VHHPLQJO\ HQGRUVLQJ D ZLGHVSUHDG [HQRSKRELF
UKHWRULFZD\VVKRXOGEHH[SORUHGLQRUGHUWRGHIXVHVXFKSRWHQWLDO
7KHVRXUFHWH[W
&RQWLQHQWDO'ULIW SXEOLVKHG LQ ,WDO\ IRU WKH ILUVW WLPH DW WKH FORVH RI LV D QRYHO
ZULWWHQ LQE\$PHULFDQDXWKRU5XVVHOO%DQNVZKRGHYHORSV WZRSORWV DERXW FKDUDFWHUV
GHVSHUDWHO\WU\LQJWRLPSURYHWKHLUOLYHV2QHLVWKHVWRU\RIDZKLWH$PHULFDQPDQLQKLVHDUO\
WKLUWLHVVZDSSLQJKLVXQH[FLWLQJEXWUHODWLYHO\VHFXUHOLIHLQ&DWDPRXQW1HZ+DPSVKLUHIRUWKH
SURPLVHRIELJPRQH\LQ)ORULGD WKHRWKHUWKHMRXUQH\RID\RXQJZRPDQZLWKDEDE\DQGD
WHHQDJHQHSKHZOHDYLQJSRYHUW\VWULFNHQ+DLWLWRMRLQUHODWLYHVLQ0LDPL2QO\DWWKHYHU\HQG
GRWKHWZRVWRULHVLQWHUWZLQH LQWKDW WKHPDQILQGVKLPVHOILQYROYHGLQDWULSWRLOOHJDOO\IHUU\
PLJUDQWVWR)ORULGDDQGEHFDXVHRIXQIDYRXUDEOHFLUFXPVWDQFHVDQGLQH[SHULHQFHKHVXUUHQGHUV
WRKLVPDWHߤVFROGEORRGHGGHFLVLRQ WR WKURZ WKHSDVVHQJHUV LQWR WKH URXJKVHDZKHQDSDWURO
ERDW DSSURDFKHV WKHUHE\ FDXVLQJ WKH GHDWK RI DOO EXW RQH 7KH QRYHO FORVHV ZLWK DQ DFW RI
UHGHPSWLRQE\WKHPDQZKRJLYHVWKHRQO\VXUYLYRUWKHZRPDQWKHPRQH\PDGHWKURXJKWKDW
MRXUQH\DQGLVWKHQNLOOHGE\DJURXSRI\RXQJWKXJV
5DFLVP LV QRW WKHPDWL]HG LQ WKH QRYHO ZKLFK PDLQO\ H[SRVHV WKH XQGHUVLGH RI WKH
$PHULFDQGUHDPDQGIRFXVHVRQWKHGHKXPDQL]LQJFRQVHTXHQFHVRIWZRMRXUQH\VLQVHDUFKRI
JUHDWHUZHDOWK+RZHYHU UDFH EHFRPHV DQ LVVXH HYHU\ WLPH WKH FKDUDFWHUVPHHW RWKHUV HYHQ
VXJJHVWLQJ D NLQG RI KLHUDUFK\ ZKLFK UHPLQGV RI ROG UDFLDO FODVVLILFDWLRQV ZLWK WKH +DLWLDQV
RIWHQ UHODWHG WR$IULFDDW WKHERWWRP WKHKXPEOHVWDQGPRVWGHIHQFHOHVV)URP WKHSRLQWRI
YLHZRI D WDUJHW WH[W UHDGHU LWZDV HVSHFLDOO\ WKH VHFWLRQRI WKHQRYHOGHYRWHG WR WKH MRXUQH\
IURP+DLWL WR)ORULGDDQGLWVWUDJLFHQGZKLFKZDVOLNHO\WRWULJJHUDQDORJLHVZLWKWKH,WDOLDQ
VLWXDWLRQ
7KHVRFLRSROLWLFDOFRQWH[WLQWKHWDUJHWFXOWXUHDWWKHWLPHRIWKHWUDQVODWLRQ
5HQGHULQJWKLVQDUUDWLYHRIPLJUDWLRQLQWR,WDOLDQPHDQWIDFLQJRQHRIWKHPRVWSROLWLFDOO\
DQGLGHRORJLFDOO\FKDUJHGLVVXHVRIWKHODVWIHZ\HDUV,WDO\DZRNHWRWKHLVVXHRILPPLJUDWLRQLQ
 ZKHQ VXGGHQO\ WKH VRXWKHUQ SRUWV RI %ULQGLVL DQG %DUL UHFHLYHG ODUJH LQIORZV IURP

%DQNV5XVVHOO /DGHULYDGHL FRQWLQHQWL7UDQV 3%UXVDVFR7RULQR(LQDXGL 7KH WUDQVODWLRQ
ZDVFDUULHGRXWLQWKHSHULRGEXWWKHSXEOLFDWLRQZDVSRVWSRQHGIRUHGLWRULDOUHDVRQV
7KHDQDORJ\ZDVDFWXDOO\KLJKOLJKWHGLQDUHYLHZRIWKHQRYHODQGLQWHUYLHZWR5XVVHOO%DQNVZKRHYHQ
SRLQWHG RXW LQWHUQDO PLJUDWLRQ DV D VLPLODULW\ VRXWK WR QRUWK LQ ,WDO\ DQG QRUWK WR VRXWK LQ WKH QRYHO
*XHUUHUD$ߧ6LDPRWXWWLFRQWLQHQWLDOODGHULYDªLOWHPSRGLXQQXRYR)XURUHߨLQߧ/D5HSXEEOLFDߨ
JHQQDLR

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$OEDQLDSHRSOHRQ0DUFKDQGRQ$XJXVWUHVSHFWLYHO\IROORZLQJWKHFROODSVH
RIWKHFRPPXQLVWUHJLPHODWHUPLJUDQWVDUULYHGIURPHDVWHUQ(XURSHHDUO\VZKLOHPRUH
UHFHQWO\ PDQ\ UHIXJHHV KDYH FRPH IURP $IULFD DV D FRQVHTXHQFH RI VRFLDO XQUHVW ZDU DQG
H[WUHPHSRYHUW\
:KHQ WKH WUDQVODWLRQZDV FRPPLVVLRQHG  WKH ,WDOLDQ JRYHUQPHQWZDV KHDGHG E\
6LOYLR %HUOXVFRQL ZKR RZQHG WKUHH QDWLRQDO FRPPHUFLDO 79 FKDQQHOV DQG KDG FRQVLGHUDEOH
FRQWURO RYHU VWDWH WHOHYLVLRQ DV ZHOO DV RYHU D UHOHYDQW VHFWLRQ RI WKH SULQW PHGLD 6XFK D
VLWXDWLRQLPSOLHGWUHPHQGRXVSRZHURQLQIRUPDWLRQDQGODQJXDJHDVZHOODVWKHSRWHQWLDODELOLW\
WR VKDSH DWWLWXGHV DQG PLQGVHWV 0RUHRYHU RQH RI WKH ELJJHVW SDUWLHV LQ WKH WKHQ PDMRULW\
FRDOLWLRQ /HJD 1RUG 1RUWKHUQ /HDJXH KDG GHILQHG LPPLJUDQWV DV WKH PRVW XUJHQW DQG
GDQJHURXV SUREOHP IRU WKH FRXQWU\ DQG IRVWHULQJ UDFLVP DQG [HQRSKRELD ZDV WKUHDWHQLQJ
H[WUHPH PHDVXUHV DQG SRVLWLQJ ߧWKHPߨ DJDLQVW ߧXVߨ WKURXJK DQ DJJUHVVLYH UKHWRULF ZKLFK
SHDNHGGXULQJWKHHOHFWRUDOFDPSDLJQVRIDQG,PPLJUDQWVZHUHRIWHQUHSUHVHQWHGLQ
SXEOLF GLVFRXUVH DV DQ XQGLIIHUHQWLDWHG FDWHJRU\ WKUHDWHQLQJ FLWL]HQVߤ MREV VDIHW\ DQG KHDOWK
WKXVLQFUHDVLQJKRVWLOLW\HVSHFLDOO\DWDWLPHRIKLJKXQHPSOR\PHQWDQGHFRQRPLFFULVLV
'XULQJDWDONDWWKH1LGD6FKRRORI7UDQVODWLRQ6WXGLHV9LFHQWH5DIDHOUHIOHFWLQJRQ
WKHZHDSRQL]DWLRQRI ODQJXDJHE\ WKH86PLOLWDU\ VDLGߧWUDQVODWLRQGHWDLQVXVߨ ,QWHUHVWLQJO\
WKHRQO\RWKHUZD\LQZKLFKWKHYHUEߧWUDQVODWHߨ LHWUDGXUUH LVXVHGLQ,WDOLDQLVDFWXDOO\LQ
FROORFDWLRQZLWKߧSULVRQߨDQGXVXDOO\LQWKHSDVVLYHHJVRQRVWDWLWUDGRWWLLQFDUFHUHOLWHUDOO\
ߧWKH\KDYHEHHQWUDGXFHGLQWRSULVRQߨ,Q1RYHPEHUD\HDUROGJLUOGLVDSSHDUHGIURP
D WRZQ LQ QRUWKHUQ ,WDO\ DQG ZDV IRXQG GHDG VRPH PRQWKV ODWHU 'XULQJ WKH LQYHVWLJDWLRQV
SKRQHFDOOVIURPDQGWRKHUPRELOHZHUHVFUXWLQL]HGDVZHOODVWKRVHWRDQGIURPKHUFRQWDFWV
,QDPDWWHURIGD\VDPDQIURP0RURFFRZDVDUUHVWHGDQGFKDUJHGZLWKPXUGHUEHFDXVHKHZDV
UHSRUWHGWRKDYHVDLGRQWKHSKRQHߧ0D\$OODKKHOSPHLWZDVQߤWPHZKRNLOOHGKHUߨ$IHZ
GD\V ODWHU KH ZDV UHOHDVHG DV RWKHU WUDQVODWRUV JDYH YHU\ GLIIHUHQW YHUVLRQV RI WKH VHQWHQFH
PDLQO\ KDYLQJ WR GR ZLWK D SUD\HU IRU D FUHGLWRU WR VHWWOH KLV GHEW 7R WKLV GD\ VL[WHHQ
WUDQVODWLRQVKDYHEHHQSURYLGHGQRWDOOFRQYHUJLQJRQWKHPHDQLQJEXWHVVHQWLDOO\LQYDOLGDWLQJ
WKH PDLQ DFFXVDWLRQ%HVLGHV KLJKOLJKWLQJ WKH SHUIRUPDWLYH YDOXH RI WUDQVODWLRQ LQ $XVWLQߤV
WHUPV WKLV ZDV OLWHUDOO\ D FDVH RI EHLQJ ߧWUDGXFHGWUDQVODWHG LQWR SULVRQߨ 7KH FRQQHFWLRQ
VXJJHVWVERWKWUDQVODWLRQߤVSRWHQWLDOLQURDGVLQWRUHDOOLIHDQGDNLQGRIUHGXFWLRQLVWDSSURDFKWR
ZKDW LV IRUHLJQ ZKHUHE\ LW LV UHWKRXJKW DQG UHZRUGHG ZLWKLQ WKH FRQVWUDLQWV RI WKH WDUJHW
ODQJXDJHDQGFXOWXUHRUߞDVLQWKHH[DPSOHJLYHQߞZLWKLQVFHQDULRVZKLFKILWSUHFRQVWUXFWHG
QRWLRQVRIZKRWKHRWKHULV
*LYHQ LWV JHRJUDSKLFDOSRVLWLRQ WKH ILUVWGHVWLQDWLRQ LPPLJUDQWV IURP$IULFDKHDG IRU LV
/DPSHGXVDDVPDOOLVODQGZKLFKKDVEHFRPHWKHODUJHVWFDPSLQ,WDO\:KHQLPPLJUDQWVUHDFK
/DPSHGXVDRURWKHUSODFHVDORQJWKHFRDVWߞZKHWKHUWKH\DUHUHVFXHGIURPRYHUORDGHGERDWVRU
IRXQG XSRQ FRPLQJ DVKRUH ߞ WKH\ DUH WDNHQ DQG KHQFH ߧWUDGXFHGWUDQVODWHGߨ WR VSHFLDO
FROOHFWLRQFHQWUHVWKDWZLWKDUHYHDOLQJR[\PRURQXVHGWREHFDOOHGXQWLODVKRUWWLPHDJR&HQWUL
GLSHUPDQHQ]DWHPSRUDQHD,QWHUHVWLQJO\DWUDQVODWLRQDGRSWLQJDIXQFWLRQDOLVWDSSURDFKFRXOG
EH ߧ7HPSRUDU\'HWHQWLRQ&HQWUHVߨ EXW LQ WKLV FDVHDZRUGIRUZRUG WUDQVODWLRQ ߧ7HPSRUDU\
3HUPDQHQFH&HQWUHVߨZRXOG EHVW UHYHDO WKH FODVK EHWZHHQ WKH DQQRXQFHG WHPSRUDULQHVV DQG
WKHDFWXDOOHQJWKRIWKHGHWHQWLRQZKLFKLVXVXDOO\SURORQJHGWRPRQWKV1RZDGD\VVXFKFHQWUHV
DUH PRUH H[SOLFLWO\ WHUPHG &HQWUL GL LGHQWLILFD]LRQH HG HVSXOVLRQH LH ߧ,GHQWLILFDWLRQ DQG
([SXOVLRQ &HQWUHVߨ ZKLFK ILQG WKHLU %ULWLVK HTXLYDOHQW LQ ߧ,PPLJUDWLRQ 5HPRYDO &HQWUHVߨ
IRUPHUO\ߧGHWHQWLRQFHQWUHVߨ

8EELDOL *  ߧ/ߤXOWLPD WUDGX]LRQH VFDJLRQD )LNULߨ LQ ߧ,O &RUULHUH GHOOD 6HUDߨ 
KWWSDUFKLYLRVWRULFRFRUULHUHLWPDJJLRXOWLPDBWUDGX]LRQHBVFDJLRQDB)LNULBFRBBBGI
HFHFEHVKWPO
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&RQWUDU\ WR WKHKHURLFFRQQRWDWLRQV WUDGLWLRQDOO\DVFULEHG WRH[SORUDWLRQ MRXUQH\VVHWWLQJ
RII IURP WKH PHWURSROLV LQ VHDUFK RI QHZ ODQGV WKLV PRGHUQGD\ MRXUQH\ LQ WKH RSSRVLWH
GLUHFWLRQUDWKHUVHHPVWRFRQIODWHWKHHW\PRORJLFDOOD\HULQJRIWKHZRUGߧWUDYHOߨ5HODWHGWRLWV
)UHQFKDQG/DWLQSUHFXUVRUV WUDYDLOOHUDQG WUHSDOLXP DQ LQVWUXPHQWRI WRUWXUH DFFRUGLQJ WR
WKH2('ߧWUDYHOߨLQFOXGHVVXFKPHDQLQJVDVߧWRUPHQWߨߧWRLOߨߧSXWWRZRUNߨߧJDLQNQRZOHGJH
WKURXJK VWXG\ߨ ߧVXIIHU WKH SDLQV RI FKLOGELUWKߨ 7KH SHULORXV SDLQIXO MRXUQH\ XQGHUWDNHQ E\
PLJUDQWV WRZDUGV DPHWDSKRULFDODQGSK\VLFDO WUDQVODWLRQ LQWRDQHZVHOI DQGDQHZ OLIHZLWK
EHWWHU SURVSHFWV VHHPV WR ILW WKH GHILQLWLRQV SURYLGHG DERYH +RZHYHU GLIIHUHQWO\ IURP WKH
FHOHEUDWLRQVRIH[SORUDWLRQ MRXUQH\V WKHFRPSOHWLRQRI WRGD\ߤV MRXUQH\VRIWHQJHWV VWRSSHG LQ
WKHGHWHUULWRULDOL]HGVSDFHRIVRFDOOHGߧKRVSLWDOLW\FHQWUHVߨZKLFKFDQEHUHDGDVIUDJPHQWVRI
WKHSURPLVHGODQGUHGXFHGWRFDJHGQRQSODFHVGHSULYHGRIQDPHDQGRQO\ODEHOOHGWKURXJKD
JHQHUDO QRXQ LH WKH FHQWUHV PHQWLRQHG DERYH LQ SUHSDUDWLRQ IRU WKH WUDYHOOHUVߤ EDFN
WUDQVODWLRQWRRULJLQ:KDWPD\EHSHUFHLYHGDVDFRQWUDGLFWLRQEHWZHHQWKHKXPDQHODEHOJLYHQ
WR VXFK FHQWUHV DQG WKH FRQGLWLRQV LQVLGH FDQ EH EHWWHU XQGHUVWRRG E\ UHVRUWLQJ WR 'HUULGDߤV
LQYHVWLJDWLRQRIKRVSLWDOLW\+RVSLWDOLW\LVH\PRORJLFDOO\UHODWHGWRKRVSHVZKLFKUHIHUV
WRERWKߧKRVWߨDQGߧJXHVWߨZLWKWKHODWWHUHYROYLQJWRLQFOXGHDOVRWKHQRWLRQRIߧIRUHLJQHUߨDQG
HQHP\'HUULGDUHIOHFWVRQWKHODZRIKRVSLWDOLW\ZKLFKLPSOLHVRSHQLQJWKHGRRUWRZKRZKDW
LVRWKHUDFFHSWLQJDWWKHVDPHWLPHWKHIDFWWKDWWKHJXHVWZLOOEHFRPHOHVVRIDVWUDQJHUWKXV
DFTXLULQJ SRZHU RQ WKH SODFH 8OWLPDWHO\ 'HUULGD VXJJHVWV KRVSLWDOLW\ FDQQRW EH IXOO\
XQFRQGLWLRQDOEHLQJKRVSLWDEOHUHOLHV LQIDFWRQDQDVVXPSWLRQRIRZQHUVKLSPDVWHU\DQG WKH
H[LVWHQFHRIERXQGDULHV6RZKDW'HUULGDVHHVDVDSRVVLEOHGLPHQVLRQRIKRVSLWDOLW\LQYROYHV
RSHQLQJWRWKHJXHVWEXWH[HUFLVLQJVRPHGHJUHHRIFRQWUROXOWLPDWHO\PDNLQJWKH2WKHUPRUH
RWKHU8QFRQGLWLRQDOKRVSLWDOLW\WKHQEHFRPHVLPSRVVLEOHDVDFDWHJRU\EHFDXVHJLYLQJXSDQ\
NLQGRIFRQWURODQGZHOFRPLQJDQ\RQHZRXOGXQGHUPLQHWKHGHILQHGVHOIDQGRZQHUVKLSZKLFK
SURYLGH WKHQHFHVVDU\EDVLV IRUWKHYHU\FRQFHSWRIKRVSLWDOLW\7KLVFRQWURYHUVLDO UHODWLRQVKLS
DSSOLHVWRWUDQVODWLRQWRRRIWHQGHEDWLQJWKHGHJUHHRISHUPHDELOLW\WRZKDWLVIRUHLJQDQGWKH
QHHG WRGHILQH WKHERXQGDULHVRI DFFHSWDQFH DQG UHFRJQL]DELOLW\RI WKH2WKHU LQ WKH UHFHLYLQJ
FXOWXUH
7KHUHVHHPVWREHDSRODUL]DWLRQDWZRUN,WDOLDQQHVVQHHGVWREHVWUHQJWKHQHGZKLOHWKH
XQZDQWHG ߧJXHVWߨ QHHGV WR EH RWKHUHG DORQJ OLQHV RI ELQDU\ RSSRVLWLRQ 6XFK D SURPRWLRQ RI
QDWLRQDOLVWLFYDOXHV VKRZV WKHQHHG WR VROLGLI\KLVWRULFDOFRQWLQXLW\ DQG OHJLWLPL]HSURYLVLRQDO
SROLWLFDO HQWLWLHV WKURXJK YDULRXV DFWLRQV D VHOHFWLYH IRUJHWWLQJ RI D K\EULG SDVW DQG WKH
FHOHEUDWLRQ RU LQYHQWLRQ RI DQFLHQW PRQRFXOWXUDO DQG KHURLF WUDGLWLRQV FRQVWUXFWHG RQ
ߧDXWKHQWLFߨHWKQLFLGHQWLWLHVDQHPSKDVLVRQߧQDWLRQDOߨWUDLWVE\HODERUDWLQJELQDU\RSSRVLWLRQV
WRUHVRUWWRLQFDWHJRUL]LQJWKHIRUHLJQHUWKHDGRSWLRQRIV\PEROVDQGLFRQRJUDSKLHVWRERRVW
XQLW\ LQ VKRUW WKH FUHDWLRQ RI DQ ߧDSSDUDWXV RI FXOWXUDO ILFWLRQVߨ LQ ZKLFK ߧLPDJLQDWLYH
OLWHUDWXUHSOD\VDGHFLVLYHUROHߨ%UHQQDQ



4 :KLOHWKHWUDQVODWLRQZDVLQSURJUHVVDQDWWHPSWWRHQKDQFHWKHSHUFHSWLRQRIDVKDUHG,WDOLDQLGHQWLW\
FRXOGEHVHHQLQWKHSUHSDUDWLRQVIRUWKHWKDQQLYHUVDU\RIQDWLRQDOXQLW\LQZKLFKUHVXOWHGLQ
FHOHEUDWLRQVVKRZVDQGKLVWRULFDOH[KLELWLRQVUHFRQVWUXFWLQJWKHSDWKWRZDUGVXQLW\DQGZKLFKSURPSWHG
FRXQWOHVVSHRSOHWRGLVSOD\WKH,WDOLDQIODJRQWKHLUEDOFRQLHVIRUWKHZKROH\HDU

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
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7KHWUDQVODWLRQ
$V %DVVQHWW DQG /HIHYHUH  SRLQWHG RXW WUDQVODWLRQ LV SULPDULO\ FRQWH[WXDO LW LV
JURXQGHGLQKLVWRU\DQGHQWHUWDLQVDWZRZD\UHODWLRQVKLSZLWKWKHWDUJHWFXOWXUHEHLQJVKDSHG
E\LWZKLOHDOVRVKDSLQJLW6LPLODUO\&ULWLFDO'LVFRXUVH$QDO\VLVVWDUWVIURPWKHDVVXPSWLRQWKDW
ߧDOOGLVFRXUVHVDUHKLVWRULFDOߨ0H\HUWKDWWKH\DUHߧZD\>V@RIVLJQLI\LQJDSDUWLFXODU
GRPDLQ RI VRFLDO SUDFWLFH IURP D SDUWLFXODU SHUVSHFWLYHߨ )DLUFORXJK   DQG WKHUHIRUH
WKH\FDQEHPDQLIHVWDWLRQVRISRZHUEXWDOVRVLWHVZKHUHSRZHUDQGVRFLDOUHODWLRQVKLSVFDQEH
FKDOOHQJHG,WLVWKHUHIRUHP\FRQYLFWLRQWKDWWUDQVODWRUVVKRXOGEHIDPLOLDUZLWK&'$SULQFLSOHV
DQGFDXWLRXVRI WKHZD\V LQZKLFK WDUJHW WH[WV LQVFULEH WKHPVHOYHV LQ WKH UHFHLYLQJFXOWXUH LQ
RUGHUQRW WRH[DFHUEDWH WHQVLRQVQRUߞFRQVLGHULQJ WKHHOHPHQWVRXWOLQHGVR IDUߞFRQVROLGDWH
GLVFXUVLYH SUDFWLFHV WKDW FRQVWUXFW LPPLJUDQWV DV KRVWLOH DOLHQV VSUHDGLQJ LOOQHVVHV DQG FULPH
:KLOH&RQWLQHQWDO'ULIWUHYHDOVDFHUWDLQGHJUHHRIXQHDVLQHVVLQGHDOLQJZLWKUDFHLWGRHVQRW
LQ DQG RI LWVHOI SURPRWH [HQRSKRELF DWWLWXGHV+RZHYHU LQ WUDQVODWLQJ , FDUULHG RXW D VRUW RI
ߧSUHHPSWLYHߨ &'$ RI WKH WDUJHW WH[W DQG HQYLVDJHG P\VHOI DV DQ DJHQW RI VRFLDO FKDQJH
7\PRF]NR  RU DW OHDVW DQ DJHQW RI UHVLVWDQFH WR D GRPLQDQW GLVFRXUVH LQVWUXPHQWDO LQ
FUHDWLQJIHDUDQGKHQFHFRQVHQVXVWRLQFUHDVLQJO\DJJUHVVLYHSROLFLHVRIVHFXULW\7KHDSSURDFK
DGRSWHGLQWKHWUDQVODWLRQRI&RQWLQHQWDO'ULIWGLGQRWUHMHFWDQ\RIWKHZHOONQRZQWKHRUHWLFDO
FRQWULEXWLRQV SRVLWLQJ OLWHUDO ILGHOLW\ DV DJDLQVW VHQVH IRU VHQVH WUDQVODWLRQ IRUPDO
FRUUHVSRQGHQFH YHUVXV G\QDPLF HTXLYDOHQFH RU VNRSRV DV WKH XOWLPDWH SULQFLSOH GHWHUPLQLQJ
WUDQVODWLRQVWUDWHJLHVUDWKHULWGUHZRQDOORIWKHPUHFRJQL]LQJKRZHYHUWKHH[WUDGLPHQVLRQRI
LGHRORJ\LQDQGDURXQGWKHWH[W6XFKDQDSSURDFKDVVXPHVPHDQLQJQRWDVVWDEO\FRQWDLQHGLQ
WH[WV EXW UDWKHU FRQVWUXHG DQG FRQVWUXFWHG E\ WKH SDUWLFLSDQWV LQ D FRPPXQLFDWLYH VLWXDWLRQ
GHSHQGLQJRQWKHFLUFXPVWDQFHV7KHWUDGLWLRQDOLGHDRIWUDQVODWLRQDVPHUHWUDQVIHUDV9HQXWL
FODLPV UHOLHV RQ DQ ߧLQYDULDQWߨ LH ߧDQ XQFKDQJLQJ HVVHQFH LQKHUHQW LQ RU SURGXFHG E\ WKH
VRXUFH WH[W DQG IUHHO\ DFFHVVLEOH WR WKH WUDQVODWRU UHJDUGOHVVRI WKH WLPHDQGSODFHZKHUH WKH
WUDQVODWLRQ RFFXUVߨ   +RZHYHU HVSHFLDOO\ LQ QRQWHFKQLFDO ILHOGV WUDQVODWLRQ LV WKH
SURFHVVDQGSURGXFWRIDQDFWRILQWHUSUHWDWLRQZKLFKUHVXOWVLQWKHVHOHFWLRQRIߧRQHLQWHUSUHWLYH
SRVVLELOLW\ DPRQJPDQ\ߨ LELG $FFRUGLQJ WR9HQXWL WUDQVODWRUV DSSO\ IRUPDO DQG WKHPDWLF
LQWHUSUHWDQWV WKDW GHWHUPLQH WKH ZD\ LQ ZKLFK WKH WUDQVODWHG WH[W ZLOO FRPH WR VWDQG IRU WKH
VRXUFHWH[WLQWKHUHFHLYLQJFXOWXUH5HYLHZLQJP\DSSURDFKLQWKLVOLJKW,ZRXOGVD\WKDWZKLOH
IRUPDO PHGLDWRUV HTXLYDOHQFH VW\OH DQG JHQUH ZHUH DFWLYDWHG P\ PDLQ LQWHUSUHWDQWV ZHUH
WKHPDWLFUHO\LQJRQDUHDGLQJFRQFHUQHGZLWKLGHRORJ\DQGUHSUHVHQWDWLRQSUHFLVHO\EHFDXVHRI
WKHVSHFLILFLW\RIFLUFXPVWDQFHVRIWLPHDQGSODFH
:KLOH DZDUH WKDW WU\LQJ QRW WR VXEVFULEH WR WKH GRPLQDQW LGHRORJ\PHDQW HPEUDFLQJ DQ
LGHRORJLFDOO\GHWHUPLQHGSRVLWLRQWRRWKHLVVXHRIOR\DOW\WRWKHDXWKRULQ1RUGߤVWHUPV
ZDVQRWSHUFHLYHGDV UHOHYDQW DVQRDJHQGDZDV WUDFHDEOH LQ WKH VRXUFH WH[WRWKHU WKDQ
%DQNVߤSURSKHWLFFULWLFLVPRIDZD\RIOLIHDQGDV\VWHPWKDWVRPHWZHQW\ILYH\HDUVODWHUZRXOG
SURYHWREHIDOOLQJDSDUW0RUHRYHUZKLOHPLJUDWRU\IORZVJHQHUDOO\UHSURGXFHWKHVDPHSDWWHUQ
IURPDQHFRQRPLFDOO\GHILQHGVRXWKRIWKHZRUOGWRWKHQRUWKWKHIDFWWKDWWKHVRXUFHWH[WZDV
ZULWWHQDQGVHWLQ$PHULFDLQWKHVDOORZHGIRUDFHUWDLQIUHHGRPDVLWVUHODWLRQWRSUHVHQW
GD\ ,WDO\ ZRXOG QRW EH VR VWUDLJKWIRUZDUG ,Q D ZD\ , HVSRXVHG 7\PRF]NRߤV YLHZ WKDW
WUDQVODWRUVDQGLQWHUSUHWHUVVKDSHWKHLUZRUGVDQGWKHLUWH[WVWRWKHQHHGVRIWKHPRPHQWZKLFK
LQWKLVFDVHVHHPHGWREHWKHTXHVWLRQLQJRIDORFDOL]HGYHUVLRQRIWKHJUDQGQDUUDWLYHRIWKHZDU
RQWHUURU
,QDSSURDFKLQJWKHWUDQVODWLRQP\UHIOHFWLRQVHFKRHG*HQW]OHUDQG7\PRF]NRߤVTXHVWLRQ
ߧJLYHQWKDWZHDUHDOZD\VDOUHDG\IRUPHGE\WKHGLVFRXUVHVRIWKHDJHLQZKLFKZHOLYHKRZ
FDQ DQ\RQH HIIHFW FXOWXUDO FKDQJH"ߨ  [YL /RRNLQJ IRU ZD\V WR FKDOOHQJH SRODUL]HG

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GLVFRXUVH , LGHQWLILHG VRPH DUHDV ZKLFK EH\RQG EHLQJ V\PEROLFDOO\ VLJQLILFDQW ZRXOG DOVR
DOORZVRPHPDUJLQIRUOLQJXLVWLFQHJRWLDWLRQ
/H[LV
*LYHQWKHWRSLFRIWKHQRYHONH\WHUPVLQFOXGHDFOXVWHUUHYROYLQJDURXQGPLJUDWLRQ7KH
PRVW FRPPRQ ZRUGV XVHG LQ ,WDOLDQ WR UHIHU WR WKH DFWRUV RI WKH SURFHVV DUH LPPLJUDWL DQG
FODQGHVWLQL ߧLPPLJUDQWVߨ DQG ߧFODQGHVWLQHVLOOHJDO LPPLJUDQWVߨ FDWHJRUL]HG E\:RGDN DV D
VSDWLDOL]LQJ DFWLRQ\P DQG D FULPLQRQ\P UHVSHFWLYHO\    DV ZHOO DV VWUDQLHUL
ߧIRUHLJQHUVߨ ZKLFK LQ LWV QRPLQDOL]HG XVH WKHPDWL]HV QRQEHORQJLQJ DOO RI WKHVH FRQYH\
LPSOLFLW VRFLDO VWLJPD ,Q RUGHU WR WHVW WKH JURXQGHGQHVV RI WKLV SHUFHSWLRQ WKH WHUPV ZHUH
FKHFNHGWKURXJKVRPHFRUSRUDZKLFKFRQILUPHGWKDWWKH\RIWHQFROORFDWHDPRQJRWKHUVZLWK
ZRUGVFRQYH\LQJQHJDWLYHPHDQLQJVVXFKDVHPHUJHQ]DSUREOHPDGURJDWUDIILFRFULPLQDOLW¢
VEDUFKL ߧHPHUJHQF\ߨ ߧSUREOHPߨ ߧGUXJVߨ ߧWUDIILFNLQJߨ ߧFULPHߨ ߧFODQGHVWLQHV FRPLQJ
DVKRUHߨ,QWKHVRXUFHWH[W%DQNVYHU\RIWHQXVHGWKHWHUPߧWKH+DLWLDQVߨWRUHIHUWRWKHJURXS
WU\LQJ WR UHDFK )ORULGD VRPHWLPHV UHSHDWLQJ LW DW YHU\ FORVH GLVWDQFH *HQHUDOO\ VSHDNLQJ
UHSHWLWLRQLVPRUHDFFHSWDEOHLQ(QJOLVKWKDQLQ,WDOLDQVRWKHFKRLFHGRHVQRWVWULNHWKHUHDGHU
DVSDUWLFXODUO\PDUNHG+RZHYHUWKHIUHTXHQF\RIXVHRIߧWKH+DLWLDQVߨPD\EHUHDGDVDZD\WR
DYRLGRWKHU WHUPVHJߧPLJUDQWVߨߧEODFNSHRSOHߨߧIRUHLJQHUVߨZKLFKDOVR LQ(QJOLVKZRXOG
FRQYH\ QHJDWLYH FRQQRWDWLRQV 7KLV LPSUHVVLRQ LV UHLQIRUFHG E\ WKH SUHIHUHQFH VKRZQ E\ WKH
DXWKRUIRUWHUPVUHIHUULQJWRRULJLQWKH,QDJXDQWKH(QJOLVKPDQZKLFKPD\EHUHDGDVZD\V
RIDYRLGLQJUHIHUHQFHWRUDFH,QRUGHUQRWWRHQGXSZLWKDWDUJHWWH[WZKLFKߞVHWDJDLQVWWKH
EDFNGURSRIFRQWHPSRUDU\SXEOLFGLVFRXUVHߞPLJKWH[SUHVVPRUHQHJDWLYHELDVWKDQRULJLQDOO\
LQWHQGHGP\GHFLVLRQZDVWRWU\DQGGLVWLQJXLVKDVIDUDVSRVVLEOHEHWZHHQFRQWH[WVZKHUHWKH
VRXUFHWH[WFUHDWHGVWLJPDWL]LQJDVVRFLDWLRQVDQGPRUHQHXWUDORQHVZKHUHWKHGHQRWDWLYHYDOXH
RIWKHWHUPVSUHYDLOHG,QWKHIRUPHUFDVHWKHߧGLUHFWߨ,WDOLDQHTXLYDOHQWVZHUHXVHGZLWKDOOWKH
DVVRFLDWLRQVWKH\WULJJHU

ߧ:KHZ,WUHDOO\LVIXQQ\WKRXJKZKHQ\RXWKLQNDERXWLWߨ
ߧ<HDK":KDWH[DFWO\"
ߧ2KVKLWPDQ\RXNQRZ7KHWZRRIXVDFRXSODKLFNVRXWDWKHKLOOVRI1HZ+DPSVKLUHHQGLQJ
XSOLNHWKLV5XQQLQJFRNHIURP&RORPELDDQGQLJJHUVIURP+DLWL>߮@%DQNV

ߞ3HU´GDYYHUREXIIRTXDQGRFLSHQVL
ߞ$KV®"&KHFRVDHVDWWDPHQWH"
ߞ2KPHUGD ORVDL1RLGXHQR"'XHELIROFKLGHOOHFROOLQHGHO1HZ+DPSVKLUHFKHILQLVFRQR LQ
TXHVWRFDVLQR$WUDVSRUWDUHFRFDGDOOD&RORPELDHQHJULGD+DLWL>߮@%DQNV

>߮@DQGZKHQKHGLVFRYHUHGWKH\ZHUH+DLWLDQVZKLFKKHGLGZKHQE\SRNLQJWKHPZLWKKLVIRRW
KHZRNH WKHPDQGKHDUG WKHP VSHDNKHGLGQRW WXUQ WKHPRYHU WR WKH WRZQߤVRQHSROLFHRIILFHU

%RWKWHUPVDUHXVHGE\:RGDNLQKHUDQDO\VLVRIߧ$XVWULD)LUVWߨDSHWLWLRQODXQFKHGE\WKH
ULJKWZLQJ$XVWULDQ)UHHGRP3DUW\ )3 LQ:RGDNFRQWHQGV WKDW WKURXJKRXW WKH WH[WDFWRUVDUH
FRQVWUXFWHGDVIDOOLQJLQWRWZRJURXSV$XVWULDQFLWL]HQVDQGWKHLQGLVWLQFWPDVVRIWKHRWKHUVUHSUHVHQWHG
LQWHUPVRIWKHLUDFWLRQVDQGVXSSRVHGQRQFRPSOLDQFHZLWKWKHODZ
4XHULHVZHUHFDUULHGRXWXVLQJLW7HQ7HQKWWSZZZVNHWFKHQJLQHFRXNDQG&RUSXVLWDOLDQR
ZZZFRUSXVLWDOLDQRLWZKLFKDUHODUJHFRUSRUDRIFRQWHPSRUDU\,WDOLDQWH[WVWDNHQIURPWKHZHE
&R/),6KWWSOLQJXLVWLFDVQVLW&R/),6+RPHKWPZKLFKLVDFRUSXVRIWH[WVWDNHQIURPQHZVSDSHUV
PDJD]LQHVDQGERRNVDQG/D5HSXEEOLFDKWWSVVOPLWXQLERLWUHSXEEOLFDEDVHGRQQHZVSDSHUDUWLFOHV

7UDQVODWLQJDQDUUDWLYHRIPLJUDWLRQ


3D66$**,

ZKR KDG QRWKLQJ WR GR WKDW GD\ DQ\KRZ DQG ZRXOG KDYH ZHOFRPHG WKH RSSRUWXQLW\ WR GULYH WR
1DVVDXWRWXUQWKHLOOHJDODOLHQVRYHUWRWKHLPPLJUDWLRQRIILFH%DQNV

>߮@HVFRSUHQGRFKHHUDQRGL+DLWLߞFRVDFKHDFFDGGHTXDQGRWRFFDQGROLFRQXQSLHGHOLVYHJOL´H
OL VHQW® SDUODUH ߞ QRQ OL FRQVHJQ´ DOOߤXQLFR SROL]LRWWR GHO SDHVH FKH TXHO JLRUQR FRPXQTXH QRQ
DYHYD QXOOD GD IDUH H VDUHEEH VWDWR EHQ OLHWR GHOOD SRVVLELOLW¢ GL DQGDUH D 1DVVDX H SRUWDUH L
FODQGHVWLQLDOOߤXIILFLRLPPLJUD]LRQH%DQNV

(OVHZKHUHRWKHUVWUDWHJLHVZHUHXVHGWRDYRLGXQQHFHVVDU\HPSKDVLVLH

DRPLVVLRQDV,WDOLDQFRQMXJDWHGYHUEIRUPVFKDQJHGHSHQGLQJRQWKHVXEMHFWWKHODWWHU
FDQEHDQGRIWHQLVGLVSHQVHGZLWKZLWKRXWKLQGHULQJFRPSUHKHQVLRQDQGDFWXDOO\VWUHDPOLQLQJ
VHQWHQFHV7KLVZDVHVSHFLDOO\WKHFDVHZLWKߧWKH+DLWLDQVߨZKLFKNHSWDVIUHTXHQWO\DVLQWKH
VRXUFHWH[WZRXOGKDYHEXUGHQHGWKHWUDQVODWLRQDQGGUDZQVSHFLDODWWHQWLRQWRWKHLWHPDOVRLI
FRUHIHUHQWVKDGEHHQXVHGWRUHSODFHLWWKHVDPHSUREOHPRISRWHQWLDOO\FKDUJHGߧHTXLYDOHQWVߨ
ZRXOG KDYH DULVHQ 7KHUHIRUH LQ VRPH FDVHV D UHSHDWHG VXEMHFW ZDV OHIW RXW DV LWV UHIHUHQW
ZRXOGEHLPSOLHGE\WKHUHODWHGYHUE

:LWKWKH+DLWLDQVRIILQWKHEXVKIRURQHRIWKHLU$IULFDQYRRGRRFHUHPRQLHV7\URQHWKLQNVWKH\
PLJKW DV ZHOO SRVWSRQH WKH FURVVLQJ WR )ORULGD XQWLO WRPRUURZ PRUQLQJ DQ\KRZ DQG KH KRSHV
'XERLVGRHVQߤWSDQLFZKHQ WKHPDWHGRHVQRW UHWXUQTXLFNO\ WR WKHERDW WKDW'XERLVZLOO VLPSO\
ZDLWIRUKLPDOOQLJKWDQFKRUHGLQWKHED\HYHQLILWWDNHV7\URQHWLOOGD\OLJKWWRJHWEDFNDVZLWK
WKHVHFUD]\+DLWLDQVLWPLJKW+DLWLDQVDUHQߤWOLNHRWKHUSHRSOH>߮@%DQNV

&RQJOL KDLWLDQL FKLVV¢ GRYHQHOOD ERVFDJOLD SHU XQRGHL ORUR ULWL YXGX DIULFDQL ߞ7\URQHSHQVDߞ
WDQWRYDOH ULPDQGDUH OD WUDYHUVDWDSHU OD)ORULGD ILQRDOOߤLQGRPDQLPDWWLQD VSHUDFKH'XERLVQRQ
YDGDLQSDQLFRYHGHQGRFKHOXLQRQWRUQDHVHPSOLFHPHQWHORDVSHWWLWXWWDODQRWWHDOOߤDQFRUDQHOOD
EDLDDQFKHVHGRYHVVHPHWWHUFLILQRDOOߤDOEDFRVDGDQRQHVFOXGHUHFRQTXHVWLSD]]LGLKDLWLDQL1RQ
VRQRFRPHJOLDOWUL>@%DQNV

DUHIHUHQFHLHDUHODWLRQVKLSRILGHQWLW\EHWZHHQWZRRUPRUHVHPDQWLFLWHPVZLWKLQWKH
WH[W VSDQQLQJ DORQJ D FRQWLQXXP IURP UHSHWLWLRQ WR SURQRPLQDO UHIHUHQFH 7KH WKLUG SHUVRQ
SOXUDOVXEMHFWSURQRXQHVVLLVUDUHO\XVHGLQ,WDOLDQDQGPDNHVVHQWHQFHVVRXQGKLJKO\IRUPDORU
DZNZDUGLWVREMHFWIRUP ORURFRPPRQO\UHSODFHVLWLQWKHVSRNHQODQJXDJHEXWPHHWVVRPH
UHVLVWDQFH LQZULWLQJ DV VWULFWO\ VSHDNLQJ LQFRUUHFW ,Q WKH WUDQVODWLRQ ORURZDVRIWHQXVHG LQ
GLDORJXHVDQGVRPHWLPHVLQGHVFULSWLYHSDVVDJHV2YHUDOOVXEMHFWSURQRPLQDOUHIHUHQFHGLGQRW
SOD\ D PDMRU UROH DV GLDORJXHV RIWHQ FDUULHG H[SUHVVLYH PHDQLQJ DQG WKH ,WDOLDQ ߧFKDUJHG
HTXLYDOHQWVߨZRXOGEHIXQFWLRQDOWRWKHFRPPXQLFDWLYHLQWHQWLRQVRIWKHVSHDNHUV

DHQGRSKRULFV\QRQ\P\ZDVFUHDWHGWKURXJKWKHXVHRIJOLKDLWLDQLLHWKH+DLWLDQVDQG
LSDVVHJJHULLHWKHSDVVHQJHUVZKLOHVXSHURUGLQDWHVDQGJHQHUDOZRUGVVXFKDVWXWWLLHDOO
LOJUXSSRLHWKHJURXSTXHOOHSHUVRQHLH WKRVHSHRSOHZHUHRFFDVLRQDOO\XVHGWRUHIHUWR
WKHPLJUDQWV

7KH+DLWLDQVDUHPRVWO\O\LQJGRZQDIHZVHDWHGRQWKHLUKHHOVDQGHDWLQJRQHRUWZRWDONLQJLQ
ORZYRLFHVVHYHUDOHYLGHQWO\DVOHHS%DQNV

4XDVLWXWWLVRQRFRULFDWLDOFXQLPDQJLDQRVHGXWLVXLWDOORQLXQSDLRSDUODQRDEDVVDYRFHSDUHFFKL
VHPEUDQRGRUPLUH%DQNV


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

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)RUPVRIDGGUHVV
,Q ,WDOLDQ SHRSOH FDQ EH DGGUHVVHG DV WX RU /HL HDFK ZLWK LWV UHODWHG YHUE IRUPV DQG
SRVVHVVLYHV GHSHQGLQJ RQ IDPLOLDULW\ GHJUHH RI IRUPDOLW\ RI WKH FRPPXQLFDWLYH FRQWH[W DQG
SRZHUUHODWLRQV$WKLUGSURQRXQ9RLFDQVRPHWLPHVEHIRXQGDVDVLQJXODUPRGHRIDGGUHVV
EXW LW LV PDLQO\ UHJLRQDO UXUDO RU DUFKDLF $OWKRXJK UHO\LQJ RQO\ RQ SHUVRQDO REVHUYDWLRQ ,
ZRXOGVD\WKDWLQHYHU\GD\VLWXDWLRQVRQHRIWHQKHDUVLPPLJUDQWVDGGUHVVHGE\QDWLYHVSHDNHUV
RI,WDOLDQDVWXZKLFKLPSOLHVHLWKHUIDPLOLDULW\RUDQDV\PPHWULFDOSRZHUUHODWLRQVKLS,WKDVWR
EHDFNQRZOHGJHGWKDW,WDOLDQKDVEHHQXQGHUJRLQJDJHQHUDOSURFHVVRIߧLQIRUPDOL]DWLRQߨZKLFK
LQYROYHVDZLGHVSUHDGXVHRIWXHYHQLQFRQWH[WVOLNHDVKRSDVVLVWDQWJUHHWLQJDFXVWRPHURUD
KRVWDGGUHVVLQJDJXHVWLQD79VKRZWKDWXVHGWREHFKDUDFWHUL]HGE\JUHDWHUIRUPDOLW\$OVR
RQHFRXOGVXUPLVHWKDWWKHFKRLFHRIWXLVGLFWDWHGE\WKHGHVLUHWRLQFUHDVHXQGHUVWDQGDELOLW\DV
WKHPRUHSROLWH/HLLVPDWFKHGE\WKLUGSHUVRQVLQJXODUYHUEVDQGSRVVHVVLYHVZKLFKPD\QRW
EHSURSHUO\GHFRGHGXQOHVVRQHPDVWHUVWKHODQJXDJHZHOO+RZHYHUWKLVLQWHUSUHWDWLRQWHQGVWR
EHEHOLHGE\WKHIDFWWKDWQRRWKHUIDFLOLWDWLQJVWUDWHJ\ߞHJVORZLQJGRZQUHIRUPXODWLRQOH[LV
RUV\QWD[VLPSOLILFDWLRQߞLVDGRSWHGWRKHOSQRQQDWLYHVSHDNHUV,QWKHWUDQVODWLRQERWKWXDQG
/HLZLWKWKHLUFRUUHODWHGYHUEIRUPVZHUHXVHGGHSHQGLQJRQWKHFRPPXQLFDWLYHVLWXDWLRQWKXV
DOORZLQJDOVRWKH2WKHUWREHDGGUHVVHGZLWK/HLZKHUHQRFRQIOLFWRULQWHQWLRQDOVOLJKWLQJZDV
SHUFHLYDEOH

ߧ<RXߤUH+DLWLDQULJKW"7KDWߤVD+DLWLDQDFFHQWULJKW"ߨ%DQNV

ߞ/HLªGL+DLWLYHUR"XQDFFHQWRGL+DLWLLOVXRJLXVWR"%DQNV

6XGGHQO\ >߮@9DQLVH VWHSV DZD\ IURP WKHJURXSRI UHIXJHHV DQG WRXFKHV WKHPDWHRQKLV QDNHG
VKRXOGHU
(K":KDWGR\RXZDQW"%DQNV

$OOߤLPSURYYLVRXQEUDFFLR LQWRUQRDOSLFFRORFKH VWULQJHDOSHWWR9DQLVH VL VWDFFDGDO JUXSSRGL
SURIXJKLHWRFFDLOVHFRQGRVXOODVSDOODQXGD
(K"&KHYXRL"%DQNV
6\QWD[
*UHDW DWWHQWLRQ ZDV SDLG WR WKH VHPDQWLF UROH RI WKH SDUWLFLSDQWV LQGHSHQGHQWO\ RI WKH
OLQJXLVWLFHQFRGLQJRIWKHVLWXDWLRQVLHWKHLUDJHQF\7KXVUHVRUWLQJWRWUDQVLWLYLW\DQDO\VLVDV
XVHG LQ&'$ERWKVRXUFHDQG WDUJHW WH[WVZHUH ORRNHGDW WKURXJK WKHQRWLRQVRISDUWLFLSDQWV
SURFHVVHVDQGFLUFXPVWDQFHVLQRUGHUWRLGHQWLI\DQGVXLWDEO\UHSURGXFHUROHV$VVXPLQJWKDWWKH
FRUHRUSURFHVVLQDFODXVHLVZKDWH[SUHVVHVKDSSHQLQJEHLQJGRLQJVD\LQJRUWKLQNLQJRQD
UHIHUHQWLDOOHYHORQHPD\DUJXHWKDWYHUEYRLFHGRHVQRWUHDOO\FKDQJHWKHUHVXOWRIWKHSURFHVV
ZKLFKPLJKW OHDG WKH WUDQVODWRU WR RSW IRU DFWLYH RU SDVVLYH IRUPV RQ WKH EDVLV RI DQ DOOHJHG
JUHDWHU QDWXUDOQHVV RI IRUPXODWLRQ RU PRUH ZLGHVSUHDG XVH +RZHYHU FRQVLGHULQJ WKDW WKH
SHUVSHFWLYHVKRZQLVOLNHO\WRLQIOXHQFHWKHUHDGHUߤVUHDFWLRQ,UHVRUWHGWRDVWULFWHUOLWHUDOLVPVR
DVQRWWRGHOHWHRUPL[DJHQF\DQGUHVSRQVLELOLW\

>߮@WKHPHQFDPHEDFNGRZQDJDLQWKHEURZQ,QDJXDQDQGWKH(QJOLVKPDQ>߮@VHQGLQJ&ODXGH
ZLWKWKHEDE\DIWZKLOHWKH\UDSHGKLVDXQWߨ%DQNV

>߮@ JOL XRPLQL WRUQDURQR ߞ TXHOOR GHOOH ,QDJXD H OߤLQJOHVH >߮@ ߞ HPDQGDURQR&ODXGH D SRSSD
PHQWUHYLROHQWDYDQRVXD]LD%DQNV

7UDQVODWLQJDQDUUDWLYHRIPLJUDWLRQ


3D66$**,


:KLOH WKH FRUUHVSRQGLQJ SDVVLYH FODXVH PHQWUH VXD ]LD YHQLYD YLROHQWDWD ZRXOG EH
DFFHSWDEOHDVQRSDUWLFXODUHPSKDVLVLVSODFHGRQWKHDJHQWLQWKHVRXUFHWH[WVXFKDWUDQVODWLRQ
ZRXOG LQGHHG IRFXV RQ WKH KRUURU RI WKH DFW EXW DW WKH VDPH WLPH UHPRYH WKHGRHUV IURP WKH
VFHQH 7KH VDPH DSSURDFK ZDV DGRSWHG ZKHQ WKH ZURQJGRHUV ZHUH RQ WKH RWKHU VLGH RI WKH
UDFLDOGLYLGH

:KHQWKH+DLWLDQPHQFDPHGRZQ&ODXGHZDVVXUSULVHGIRUWKH\EHKDYHGOLNHWKHRWKHUVHYHQWKH
PDQZLWK WKH SLSH ZKR WULHG WR JUDE&ODXGHZKHQ KH VWHSSHG DZD\ IURP WKHP JUDVSLQJ DW WKH
ER\ߤV WURXVHUVDQG\DQNLQJRQ WKHPDQGZKHQ&ODXGH IRXJKWDQGVTXLUPHG IUHH WKHPDQKLW WKH
ER\LQWKHIDFHZLWKKLVILVW>@ߨ%DQNV

4XDQGRVFHVHURJOLKDLWLDQL&ODXGHULPDVHVRUSUHVRSHUFK«VLFRPSRUWDURQRFRPHJOLDOWULSHUILQR
TXHOORFRQODSLSDFKHFHUF´GLJKHUPLUORPHQWUHVLDOORQWDQDYDDIIHUUDQGRJOLLSDQWDORQLHWLUDQGR
HTXDQGROXLGLYLQFRODQGRVLULXVF®DOLEHUDUVLJOLSLDQW´XQSXJQRLQIDFFLD>߮@%DQNV

+HUH WRR LW ZRXOG KDYH EHHQ SRVVLEOH WR KLJKOLJKW WKH UHFHLYLQJ HQG RI WKH DFWLRQ RU
SDWLHQW FKRRVLQJ IRU H[DPSOH D VLPLODUO\ LQIRUPDO EXW DJHQWOHVV UHQGHULQJ >@ TXDQGR OXL
GLYLQFRODQGRVLULXVF®DOLEHUDUVLVLSUHVHXQSXJQRLQIDFFLDEXWLWZRXOGKDYHJRQHDJDLQVWWKH
DWWHPSWWRDOZD\VVKRZZKRZDVGRLQJZKDW
(YHQVHQWHQFHVZLWKWKHGHWHUPLQHUߧQRRQHߨDVVXEMHFWZKLFKPD\EHHDVLO\WUDQVIRUPHG
XVLQJWKHSDVVLYHZHUHWUDQVODWHGNHHSLQJDOOWKHSDUWLFLSDQWV

1R RQHZLOOPRGHO KLPVHOI RQ%RE'XERLV QR RQHZLOO UHLQYHQW KLP DQG UHPHPEHU WKHPDQ LQ
RUGHUWRLQYHQWDQGPDNHPHPRUDEOHKLPVHOI%DQNV

1HVVXQRSUHQGHU¢%RE'XERLVDPRGHOORQHVVXQRORUHLQYHQWHU¢HORULFRUGHU¢DOILQHGLLQYHQWDUHH
UHQGHUHPHPRUDELOHV«VWHVVR%DQNV

7KHGHFLVLRQ WRKLJKOLJKWDFWRUV RU FRQYHUVHO\JRDOVGHSHQGLQJRQZKHUH WKHIRFXVRI
WKH VRXUFH WH[WZDVQHYHU LPSOLHG DWWULEXWLQJ DJHQF\ZKHUH LWZDVQRWSUHVHQW LQ WKH VRXUFH
ZKLFK ZRXOG PHDQ PDQLSXODWLQJ WKH WH[W 5DWKHU LW PHDQW LGHQWLI\LQJ DJHQF\ DQG WU\LQJ WR
PDLQWDLQLWLQWKHWDUJHWWH[WWRR
)RUHLJQODQJXDJH
,QWKHVRXUFHWH[WWKH+DLWLDQVRIWHQXVH)UHQFK&UHROHWHUPVRUUHVRUWWRFRGHVZLWFKLQJ
HVSHFLDOO\LQFXOWXUHVSHFLILFDUHDVVXFKDVIRRGDQGYRRGRRZKHQWKH\DUHLQKLJKO\HPRWLRQDO
FRQGLWLRQVRUZKHQWKHUHDGHULVJLYHQDFFHVVWRWKHLUWKRXJKWV,QOLWHUDU\WUDQVODWLRQZRUGVWKDW
LQWKHVRXUFHWH[WDSSHDULQDQRWKHUODQJXDJHDUHQRUPDOO\OHIWXQWUDQVODWHGLQWKHWDUJHWWH[WEXW
WKLV UDUHO\DSSOLHV WR ORQJVHFWLRQVZKLFKDUHQDWXUDOL]HGRUDW OHDVWVKRZQLQ WUDQVODWLRQ LQD
IRRWQRWH,Q/DGHULYDGHLFRQWLQHQWLWKHFKRLFHZDVQHYHUWRWUDQVODWHWKHPWKHUDWLRQDOHZDV
WKDWWKLVZRXOGRQWKHRQHKDQGFKDOOHQJHWKHZLGHVSUHDGDVVXPSWLRQRILJQRUDQFHFRQQHFWHGWR
DQLPSHUIHFWNQRZOHGJHRIWKHODQJXDJHXVHGDWGHVWLQDWLRQDQGRQWKHRWKHULWPD\DZDNHQWKH
UHDGHU WR DW OHDVW RQH GLPHQVLRQ RI WKH GLVSODFHPHQW RQH IHHOV ZKHQ FRQIURQWLQJ D IRUHLJQ
FXOWXUH 2Q DPRUHPDUNHWFRQVFLRXV OHYHO ZKLOH WKLV GHFLVLRQ LV QRW UHDGHUIULHQGO\ LW ZDV
QRQHWKHOHVV DFFHSWDEOH ERWK EHFDXVH )UHQFK HYHQ LQ D FUHROL]HG YHUVLRQ VWLOO UHWDLQV D IDLU
GHJUHHRIWUDQVSDUHQF\IRUPDQ\,WDOLDQVDQGEHFDXVHVXFKVWULQJVZHUHRIWHQUHIRUPXODWHGLQ
(QJOLVKLQWKHVRXUFHWH[WRUHOHPHQWVZHUHSURYLGHGWRKHOSWKHUHDGHUPDNHVHQVHWKURXJKWKH
PHFKDQLVPVRIFRRSHUDWLRQLQFRQYHUVDWLRQ

3DROD%586$6&2


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

7KHROGPDQJRHVRQFRPSODLQLQJDERXWߧOHSHXSOHOHVJHQVOHV+DLWLDQVGLSLVWHPSV\ߤDSSDߤO«
VRXPRLQ3LO«SLHGߤPRXPDQG«ߤPSDUGRQDSDUGRQO¢ZDIDLWSRXߤPRLQ"ߨ$QG7\URQHILQDOO\
LQWHUUXSWVKLPDQGDVNVWRNQRZZKHUHWKH\ߤYHJRQHWRQLJKW
>߮@
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DGLVLOOXVLRQHGSRUWUDLWRIWKHPRUDOFRUUXSWLRQDQGGHVSHUDWLRQEURXJKWDERXWE\WKHSXUVXLWRI
PDWHULDO KDSSLQHVV UDFHGRHV DSSHDU DV D VLWHRI WHQVLRQ&KDUDFWHUVRIWHQ ILQG WKHPVHOYHV LQ
ߧ]RQHVRIFRQWDFWߨXVXDOO\SRUWUD\HGDVVRXUFHVRIDQ[LHW\IRUZKLWHV7KHLQWHUDFWLRQVRIWKH
ZKLWHPDOH SURWDJRQLVW ZLWK $IULFDQ$PHULFDQV DUH JHQHUDOO\ PDUNHG E\ IHDU DQG SUHMXGLFH
ZKLOHWKH+DLWLDQVZLWKWKHH[FHSWLRQRIWKHRWKHUSURWDJRQLVWWKH+DLWLDQZRPDQDSSHDUDVDQ
LQGLVWLQFWJURXS2QHOLQJXLVWLFDVSHFWWKDWGRHVQRWUDLVHSDUWLFXODUSUREOHPVLQWUDQVODWLRQ\HW
PD\JHQHUDWHGRXEWVDERXW%DQNVߤSRVLWLRQWRZDUGVWKH+DLWLDQVLVWKHIDFWWKDWWKH\DUHPDLQO\
SRUWUD\HGWKURXJKUHODWLRQDOSURFHVVHVLHGHILQLQJZKDWVRPHWKLQJVRPHRQHLVZKDWWKH\DUH
OLNHRUZKDWWKH\KDYHDVLQߧKRZVLOHQWDQGREHGLHQWKRZSDVVLYH WKH\ZHUHߨ%DQNV
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ߧ$OO WKHSHRSOHRQ WKHGHFNDUHXSRQKDQGVDQG
NQHHV QRZߨ   7KH VWDWLF TXDOLW\ WKXV FRQYH\HG FRPELQHG ZLWK WKH VFDUFLW\ RI
PDWHULDO SURFHVVHV LH SURFHVVHV RI GRLQJ LQ ZKLFK WKH\ DUH HQJDJHG UHVXOWV LQ D
UHSUHVHQWDWLRQRIWKH+DLWLDQVDVDQLQHUWPDVVZKLFKUHPLQGVRIZHOONQRZQVWHUHRW\SHV$OOLQ
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5HFRQVLGHULQJWKHDSSURDFKWRWKHWH[WDQGWKHWUDQVODWLRQFKRLFHV,UHDOLVHWKDWEURDGO\
VSHDNLQJ , KDYH FKDOOHQJHG WKH XVXDO UHTXLUHPHQW RI WKH SXEOLVKLQJ VHFWRU QDPHO\ IDFLOLWDWH
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
7UDQVODWLQJDQDUUDWLYHRIPLJUDWLRQ


3D66$**,

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VLWXDWLRQP\FRQFHUQZDVWRTXHVWLRQDQDFULWLFDOXVHRIODQJXDJHZKLFKWRVD\LWZLWK6XVDQ
6RQWDJ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KDVLQXUHGXVWRWKHSDLQRIRWKHUV
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